STATE OF HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
Land Division

Honolulu, Hawaii 96813
September 27, 2013
Board of Land and Natural Resources PSF: 13HD-118
State of Hawaii
Honolulu, Hawait Hawaii

Consent to Lease Term Extension Pursuant to Act 207, Session Laws of
Hawaii 2011, General Lease No. S-3603, Jieyu Shepard, Lessee; Amendment
of Terms and Conditions Regarding Allowed Use, Assignment and Sublease
Provisions for General Lease No. S-3603; Lot 41, Kanoelehua Industrial
Lots, Waiakea, South Hilo, Hawaii, Tax Map Key: (3) 2-2-049:015 & 016.

APPLICANT AND REQUEST:
Jieyu Shepard, lessee, sole proprietor.

Improvements to leasehold property financed by lessee pursuant to Act 207, Session
Laws of Hawaii 2011 and Section 171-36, Hawaii Revised Statutes in an amount of
approximately $44,000.00.

In order for the Lessee to amortize this expenditure, Lessee is requesting an extension of
General Lease No. S-3603 of 10 years, commencing on January 16, 2016 and expiring on
January 15, 2026 for an aggregate term of 65 years (initial 55 year term plus the 10 year
extension).

LEGAL REFERENCE:

Sections 171-36, Hawaii Revised Statutes, as amended.
Act 207, Session Laws of Hawaii 2011

LOCATION:
Portion of Government lands of Kanoelehua Industrial Lots situated at Waiakea, South

Hilo, Hawaii, identified by Tax Map Key: (3) 2-2-049:015 & 016, as shown on the
attached map labeled Exhibit A.
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AREA:
12,749 square feet, more or less.
TRUST LAND STATUS:

Section 5(b) lands of the Hawaii Admission Act
DHHL 30% entitlement lands pursuant to the Hawaii State Constitution: NO

CHARACTER OF USE:
Fountain supplies purposes (current character of use in lease).
TERM OF LEASE:

Original term of 55 years, commencing on January 16, 1961 and expiring on January 15,
2016.

Requested extension of 10 years commencing on January 16, 2016 and expiring on
January 15, 2026.

ANNUAL RENTAL.:

Current rent is $13,740.00, due in semi-annual installments of $6,870.00 on January 16"
and July 16" of each year.

RENTAL REOPENINGS:

Rental reopenings in the original term were at the end of the 20" 30™, 40" and 50" years
of the term. The last rental reopening occurred on January 16,2011. However, the
request before the Board expands the allowed uses under the lease from fountain supplies
to any uses allowed by current zoning. Therefore, staff is recommending the rent for the
extended term be determined by an immediate appraisal that will cover the period from
the date of this Board action through January 15, 2026. The appraiser shall be selected
by the State and paid for by Lessee. As a condition of the Board’s discretionary approval
of the lease extension, the appraised rent for the extension period will be determinative
and not subject to arbitration.

PROPOSED IMPROVEMENTS:

In 2008, the lessee made substantial improvements to the property including; exterior
painting, laminate flooring in showroom, drywall interior, acoustical ceiling tiles, central
air conditioning in showroom area, upgraded restrooms, eight foot glass entry door and
three storage areas.
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The lessee proposes to replace leaking roof, including the Z purlins on the north side of
the building, gable flashing and gutters. The roof ventilators will be repaired or replaced.
The cost of the roof improvements is estimated to be $44,000.00

DCCA VERIFICATION:
Applicant is sole a proprietor and therefore is not required to register with DCCA.
APPLICANT REQUIREMENTS:

Applicant shall be required to pay for an immediate appraisal of the rent payable during
the period from the date of this Board action to January 15, 2026. The appraisal shall not
be subject to arbitration.

Applicant will be required to provide receipts for payment of proposed improvements to
Land Division staff no later than June 30, 2014.

REMARKS:

General Lease No. S-3603 (GL S-3603) was initially issued to Harders Company,
Limited pursuant to Act 4, First Special Session Laws of Hawaii 1960, which provided
for the direct issuance of leases to natural disaster victims who were affected by the 1960
tsunami that struck Hilo and other areas of the State. The lease was for a term of 55 years
commencing on January 16, 1961 and expiring January 15, 2016.

At its meeting of May 24, 1985, under agenda items F-1-e and F-1-f, the Board of Land
and Natural Resources (the Board) approved the assignments of GL S-3603 from Harders
Company, Limited “assignor” to Liquid Carbonic Corporation “assignee” and from
Liquid Carbonic Corporation “assignor” to L&P Hawaiian Enterprises, Inc. “assignee”
respectively.

At its meeting of October 14, 1994, under agenda item F-1-a, the Board approved the
assignments of GL S-3603 from L&P Hawaiian enterprises, Inc. “assignor” to John P.
Ridge, Trustee of the L&P Trust dated June 18, 1993 “assignee” and from John P. Ridge,
Trustee of the L&P Trust dated June 18, 1993 “assignor” to Arthur K.K. Wong and
Cynthia L. Wong, husband and wife, as tenants by the entirety “assignee”.

At its meeting of May 9, 2008, under agenda item D-1, the Board approved the
assignment of GL S-3603 from Arthur K.K. Wong and Cynthia L. Wong “assignor” to
Jieyu Shepard “assignee”.
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The current 55-year lease is set to expire on January 15, 2016 and the lessee is requesting
a 10 year extension pursuant to Act 207, Session Laws of Hawaii 2011 ! to amortize the
cost of planned improvements to the property, including roof replacement at a cost in
excess of $44,000.00. An appraisal evaluation performed by a certified appraiser
(Exhibit B) has determined that the economic life of the proposed improvements will
exceed the twelve-plus year period necessary to amortize the improvements.

The subject property is located in an area served by aging, but well maintained
infrastructure. The area also includes numerous other DLNR properties currently
encumbered by long-term leases, some which are scheduled to expire in 2016 and others
in 2025 or later.

Additionally, both the Appraiser and Staff have noted that the Lessee has made
substantial repairs and improvements to the premises since the Lessee assumed the lease
in 2008. The warehouse structures are well maintained and are in good condition. Such
maintenance demonstrates the Lessee’s continuing efforts to keep the building in good
order and repair.

The Lessee is in compliance with the terms and conditions of the lease. The Lessee is
current with rent, insurance and performance bond. A recent inspection showed
improvements to the property and existing structures.

Because the lease was issued by direct negotiation instead of public auction, the Board
has authority to amend the lease to change the character of use provision and make other
amendments.

One of the provisions of the lease is that the lessee;

“use the leased land for the first five (5) years of the term of the lease for the same
business use or undertaking in which the Lessee was engaged at the time of the
natural disaster or a use designated by the Board; provided, however, that the
Lessee may devote or place said demised premises to a use or uses other than
fountain supplies in character, with the prior written consent of the Board, which
consent shall not be unreasonably or arbitrarily withheld...”

A change in the character of use from “fountain supplies” to “uses allowed under the
County of Hawaii zoning code, ML-20, limited industrial”, would benefit the State by
allowing a wider range of uses and thereby making the property more appealing/valuable
for future leasing.’

1 Act 207, Session Laws of Hawaii 2011 amends Section 171-36(b) of the Hawaii Revised Statutes by allowing the
Lessee to: Extend or modify the fixed rental period of the lease: provided that the aggregate of the initial term and
any extension granted shall not exceed sixty-five years.

2 Although the use restriction by its terms applied only to the first five years of the lease, it is not clear what uses
were intended to be allowed after the first five years. Accordingly staff is recommending the amendment of this
provision for the sake of clarity.
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Also, the lease contains language which allows the Lessee to sublease portions of the
property without Board approval, consent or knowledge. Staff believes the better
practice is to require prior Board consent for all subleases. Therefore, Staff is
recommending the assignment/sublease provision in the lease be amended to reflect the
current language for assignments and subleases.

No agency comments were solicited on the request because it involves a lease extension;
not a new disposition.

Staff is recommending that the rent payable for the remaining term of the lease, with
extension, be determined by immediate appraisal. The appraiser will be selected by the
State but the appraisal fee will be paid by Applicant, and the appraised rent will not be
subject to arbitration.

RECOMMENDATION:
That the Board, subject to the Applicant fulfilling the Applicant requirement listed above:
1. Authorize the extension of General Lease No. S-3603 under the terms and
conditions cited above, which are by this reference incorporated herein and

further subject to the following:

A. The standard terms and conditions of the most current lease extension
form, as may be amended from time to time;

B. Jieyu Shepard shall complete the warehouse roof renovations as proposed
and submit to Land Division staff, receipts verifying payment for the
improvements by June 30, 2014, or be subject to cancellation.

C. Review and approval by the Department of the Attorney General; and

D. Such other conditions as may be prescribed by the Chairperson which are
in the best interests of the State.
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2. Authorize the amendment of General Lease No. S-3603 to change the character of
use from “fountain supplies” to “uses allowed under the current County of Hawaii
Zoning Code, ML-20, limited industrial”, and to update the lease provision titled
“Assignments, etc.” (section 22 of the lease) with the current language used by
the Department of the Attorney General for assignment and subleasing provisions.
The amendment of the lease shall further be subject to the following:

A. The standard terms and conditions of the most current consent to change in
character of use and amendment of lease document forms, as may be amended
from time to time;

B. Review and approval by the Department of the attorney general; and

C. Such other terms and conditions as may be prescribed by the Chairperson to
best serve the interests of the State.

Respectfully Submitted,

Candace Martin
Land Agent

APPROVED FOR SUBMITTAL.:

2l

William J. Aila, Jr., Chairperson
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Bloom Appraisers Inc.

Serving Hawaii Since 1973

120 Pauahi Street Suite 205, Hilo Hawaii 96270
Telephone 808-961-3704

Fax-808-961-4600

April 22, 2013

State of Hawaii

Department of Land and Natural Resources
Land Division

Attention: Mr. Gordon Heit

75 Aupuni Street

Suite 204

Hilo, Hawaii 96720

RE: Consulting Letter regarding the Economic life of the existing improvements of the Leasehold
property located 64 @ Wiwoole Street Hilo, Hawaii 96720. Tax Map Key for the subject property is (3)
2-2-049-016. Application is attached for extension of the existing State Lease $-3603, which expires
January 16, 2016, for 10 additional years. Lessee is Jieyu Shepard.

Dear Mr. Heit Land Agent

Per Ms. Jieyu Shepard request, attached is my consulting letter regarding the economic life of the
existing improvements with a new roof attached to the above referenced property. Subject property
was built in 1961 and consists of 4,080 square feet. It should be noted the above referenced property
features a show room consisting of 1680 square feet that was modernized in 2008 with laminate
flooring, drywall interior, acoustical ceiling insulation, the ceiling height is 12 feet. The entry to the show
room features an eight foot glass door. Central wall air conditioning was added in 2008. The
bathrooms were modernized with two water closets and two sinks. In addition three storage areas
were added.

Warehouse consists of 2,400 square feet with built in shelves. The exterior of the building was painted
in 2008. The interior of the warehouse was painted.

Subject property was built in 1961, and in my opinion, when the new roof is added the subject’s life
expectancy will exceed 40 years. | have attached interior photo images showing the existing
improvements that have been completed since 2008.

Attached to this consulting letter is the following:
Schematic

Photo images of the interior and exterior
Proposal from Anvil, Inc.
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Thank you for a most interesting assignment and please contact me if | can be of further assistance.

Rebpery &. Bloom, Jr., CGA-
Certified General Appraiser
License Expires 12-31-2013
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B29-G | eilani Street o RIS SHEPEARD
Hilo, Hawaii 96720 Phone: e

Ph. /Fan 808-93%5.04:0 Mote: Met an days if nos; accepr.éd Lo withdraw.

lob Name: | KITCHEN BEYOND .. Job Location: BILO, H MLMJL-__.__,,.W

2= 207 VEMT BXHAUST 1207 - RIDGE CAPS 1707 GABLE FLASHING

JOB DESCRIPTION: FABRICATE 4D DNETALL ALL

We Propose hereby to furnish materiai ard Inber-complete in accoraarlee with above
specifications, for the sum of: SEVEN THQD&&.’MZ-E?’!!EIfJI.IiUHI.J’%,JRED PEMN MO/ onme

BT H10.00% savMENT T BE MADE AS FOLLOWS: 16 Ravs after Completionaf project

Al materialls guaranteed to be as speciflad, All work to be complated i o workmeantike manner akcording ta standarql
practices. Any alteration or deviation from aheve specifications lewolving exrra costs will be execuled ovly upon written orders,
and will bacome an extra chargn over and above the estimate. Al agteements contingent upon stn'ikes, accidents or dalays ig
beyond our contral. Owner to cover fire, tornzdo and o 33 n(:ce:;é"ﬁfﬁkaunnce. Our warkers nretfullv eovered by Workman's
Compensation Ins. f T j )

thorized Signatiiee. AT
Authorized Signatire: . __K(::/_”-‘\J_{f_'_;_\d)/i;;,’___: e

-

>

The ahove prices, specifications alfl donditicss are satistactory and are hereby accepted. Yoy

are authorized to do the worl: as apecificd. Payment will be taade as oitlined 2bove,
Signature: T ———
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ULTIMATE ROOEING, INC.
Liense No_ 17 81002
MO Mimona SE 2 Fhlo, HEOGT0
Olhieas (ROBY Q3 44500
Pax (BDR) (134 UhEh
lmalerootmgine iyl com

PROPOSAL | CONTRACT

Dale T T imony T T T [ o
Cuslomer: | Kilehen Beynd T Wkl T
Maiing Addiess. | 64 Wiwoole SU T Saiad T T -
"(t".-iN:ASlal(a I .?ipm,”m Hilo, Hawait 96720 . Y lomedt A ST
node: ) -

E-mail: D Vawdt 9352177

l Project Location: (4 Wiwoole St Hilo Haweii 96720

Contractor hesehy submits the lollowing specilications.

Malerial & Labor [or reroof Patlem 8 24 Gauge Melal oo -
= Remove existing oofing 1idge cas, venblators gultere & gahle flashing
o Remove exisling clear skylighls aid install Sunsky ¢ 4 Rib wihite (6 each)
«  Replace 7 perlings on Norlh side of Blicg. 257 and nstall new 7 perlings
= Inslall 9 24 gauge melal roofing, ridye vae, venlilalors, (uiters & gahle flashing
e Golor io be determined by owner
= Fasleners to be bi-meial stainless pre-finished ullia-serews
« Insiall peel & seal fape under tidge
e Clean ground area and haut away debris lrom tremiges

Unforeseen perlings wilf be charged as additional worl, fime & material.
As slalnd in he ahove specilications, we propose e lenish maleial and lahor for fhe sum of: Hhilly ight Thousand
Nine Hunred |- aurteen Dollars (3 38,914.00)
Paymenl schedules are as follows

Down payment of Twenly Three Thousand Four Hi Ired Thitly Cight Dollars ($ 23,438.00) is due upon acceplance
of this proposal and Ihe remaining balance of Fiflre Chousand Four Hundred Sevenly Six Dollars (5 15.476.00) is

Ay alteralion o devialion from the above spacilications mvolving extia costs will he execited only upon a willen
orcler and will beconue an extra charge ovar and ahove the procased esfimale - All agreements are subject 1 any
strikes, accitenls, or delays beyond the conlacions < niiol.

R ARENCOW ACCEPTING LINA N Y MASTIRC AR




UI_TIMATE ROOFING. INC..
Liconse Mo, £, 31000
519 Manono S8 A il 1) BR720
Oftwn: (BOR) 934 94
Fax (R0R) Q34 0565
ultr aeonbingine gyl o

ot .
7

N . Sy .
Submilied by 74k Lt _ N S
Marcefo Mandaquit, President

This propnsal may he withlrawn ifnot aceepiod wilh i 30 (o

Acceptance of Proposal

As slaled in the above specifications, cosls, malerials, ind soexilicalions are salisfactory and are herehy aceepled. |
authotize the contractor o pertorm the work as specifiod 1) piayrients will be: made as summarized above

Customer Sigmanine . ) e

Print Naine

Please ielan o “opy for your tecords and 1afurn & sianen] copy dlong with the down payment o Ulimate: Roofing, nc..
Thimk vy

Ihere is o FIVE (5) YEAR (L JARANTELE ON O(IR WORKMANSHIP 2 irpas re-mofed which hegins from fhe dale
of job complation There 1 also a THIRTY-FIVE (35) v AR UMITL-D WARRANTY on coaling of 100l panels from
HEM - Any prohlems die tn maintenance of ven tipe penelations or Ay lype of roof penelralions, splar panels. feak
pioblems ancor damages caused by any sort of roof penetralion ae noi covereq| by this guaranlee: afler te-roofing
comnlelion. Wananty is vaided when any type of sanf el i peronmied by nihers after the re-roof is complele

Down Payment is nion refimdable,

The information contained! on this proposal is intended anly 11 e sols yan of the identitied tecipien’ Any
mantherized revinw e copying, disclosie, o dishibtion is prehilited

COVALITY & CHSTOME & AATINFAC 0N g OUR ] PRIORITY
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